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Over the past few decades, Canada has 
earned a privileged relationship with China 
by engaging the developing giant when 
many other countries sought to isolate and 
exclude it. In recent years, however, the rest 
of the world has made it a priority to build 
stronger ties with China, while Canada seems 
to be more ambivalent about its relationship, 
allowing our earlier advantages to be lost.

Important issues in our bilateral relationship 
need to be resolved. Canada needs to 
intensify its economic relationship with China, 
the world’s second-largest economy and 
home to one-fifth of the global population. 
China boasts a larger middle class than the 
United States. It is the world’s largest market 
for natural resources. It is a rapidly expanding 
market for higher value goods, services, 
and technologies. It is a market in which 
Canadian businesses must actively  
be involved. 

Steps are now being undertaken to 
redress our relationship with China. The 
past 18 months have seen a considerable 
intensification of exchanges in the  
Canada-China relationship. Reciprocal visits 
and negotiations at the highest levels of 
government have helped to set a new tone 
for business. Premier Li and Prime Minister 
Trudeau have pledged to double bilateral 
trade between Canada and China over the 
next ten years. The ambition of the Canadian 
business community is much greater than this.

China’s bilateral trade with Canada has 
grown five-fold over the past 15 years, a 
pace that is expected to continue in the 
future. Analysts calculate that a free-trade 
agreement with China could boost Canada’s 
gross domestic product by $7.8 billion by 2030 
and generate 25,000 new jobs. This too is 
probably an understatement.

Canada has an opportunity to deepen its 
economic relationship with our country’s 
second-largest trading partner to mutual 
benefit. This paper sets forth a business 
checklist for strengthening our trade and 
investment relationship with China. It makes 
the case for a longer-term strategy, seeking 
successes that are more ambitious and  
far-reaching than a doubling of trade flows. 
Achieving these more ambitious business 
goals will require creative approaches 
to managing an economic relationship 
that is and, for the foreseeable future, will 
be fundamentally different from that of 
Canada’s other trading partners. 

The pursuit of a trade agreement should 
be part, not the goal, of a broader and 
more strategic Canada-China relationship. 
Nevertheless, trade negotiations can set 
the stage for dealing with many issues that 
are critical to business, helping to create 
a competitive playing field for Canada’s 
business community, and building on the 
shared policy priorities of our two countries. 

INTRODUCTION
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Aim higher than doubling trade

•	 Prioritize partnerships in mutually beneficial 
areas, such as energy and climate 
change, FDI, services and agri-food, 
matching Canadian strengths to  
China’s interests. 

 
 
Move the Canada-China  
relationship forward by sustaining 
bilateral dialogue at high levels

•	 Engage in the negotiations of a  
Canada-China Free Trade Agreement.  
At the same time, seek short-term wins 
that ease the risks of doing business with 
China including regulatory cooperation 
and enforcement mechanisms. 

•	 Lower or eliminate tariffs and target a 
reduction of non-tariff barriers. 

•	 Provide sustained political support for the 
Canada-China Economic and Financial 
Strategic Dialogue. 

•	 Set smaller-scale targets at government 
department/agency levels, signing 
agreements with Chinese counterparts 
and encouraging regular dialogue 
between Canadian and Chinese 
regulators, policymakers, and business 
leaders. 

 

Further the dialogue on issues  
critical to business and pursue 
incremental engagement in key sectors

•	 Formalize the bilateral regulatory dialogue 
into a framework similar to that of the 
Canada-U.S. Regulatory Cooperation 
Council and appoint a senior government 
representative to lead the effort. 

•	 Increase funding and expand the 
mandate of Canadian regulatory 
agencies (e.g. CFIA) to enable them 
to undertake market access functions. 
This would further the dialogue 
beyond regulating products for 
Canadian consumption to pursuing 
market expansion opportunities in key 
international markets like China. 

•	 Review and update the Canada-China 
Economic Complementarities Study to 
help government formulate strategies for 
incremental engagement in key sectors, 
identified for high growth. 

A BUSINESS CHECKLIST FOR TRADE 
NEGOTIATIONS WITH CHINA



Canada’s Business Checklist for Trade Negotiations with China | The Canadian Chamber of Commerce        7

Ensure a more competitive  
playing field for Canadian business

•	 Establish a high-level dialogue on 
oversight of the operations of  
State-Owned Enterprises (SOEs) in 
Canada, China, and other markets with 
a goal of setting mutually accepted 
best practices and improving reciprocal 
treatment. 

•	 Introduce clearer guidelines with 
measurable targets in the Investment 
Canada Act, with measures that monitor 
transparency, accountability, security 
concerns, and compliance. 

•	 Simplify the process for obtaining 
visas for Chinese business visitors and 
entrepreneurs. 

•	 Invest in providing a dedicated  
training program for Canadian  
businesses, modeled on Australia’s 
government-sponsored program on  
the practical aspects of doing business  
in China. 

Create a unique approach to  
engaging with China that appeals to  
its unique needs and ambitions

•	 Nurture a relationship with China that 
focuses on stated policy objectives, 
including open trade, protecting the 
environment, inclusive growth, and 
internationalizing SMEs. 

•	 Sharpen and amplify Canada’s brand 
in China through federal and provincial 
trade promotion initiatives. 
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 “It is hard to overstate how quickly 
the economic links between our two 
countries have developed. Two-way 
trade between Canada and China 
increased more than fivefold over 
the past decade and a half, and our 
exports to that country now exceed 
$20 billion a year.”  

- Carolyn Wilkins, Senior Deputy  
Governor, Bank of Canada1 

Canada has developed a strong commercial 
relationship with China: 400 Canadian 
companies operate in China today, and 
bilateral trade in goods has quintupled over 
the past 15 years.2 China is now Canada’s 
second-largest trading partner in goods, 
its sixth-largest source of foreign direct 
investment, and its third-largest market for 
services after the United States and the 
European Union. 

However, while many Canadian businesses 
are expanding their commercial relationships 
with China, there are still obstacles in the way, 

including restrictions on reciprocal market 
access, the complexity of doing business in 
China, and a number of non-tariff barriers.  

Trade in Goods 
When Chinese Premier Li Keqiang visited 
Canada in 2016, he set a goal of doubling 
trade between our two countries over the 
next decade. If we are to meet this objective, 
a number of imbalances must first be 
addressed: 

Strategic considerations in the Canada-China 
trade relationship: 

•	 12.3% of Canada’s imports originate in 
China, but only 4% of Canada’s exports 
are destined for that country. 

•	 China is Canada’s second-largest trading 
partner, but Canada is not among China’s 
largest customers. 

•	 Chinese exports to Canada grew by 11.8% 
(2015), but Canadian exports to China 
grew by only 4.6% over the same period  
of time.  

SITUATION ANALYSIS: WHERE WE  
ARE TODAY

1 Caroline Wilkins, Bank of Canada, China’s Great Transition: What It Means for Canada, Remarks to the 
Greater Vancouver Board of Trade, April 5, 2016, www.bankofcanada.ca/2016/04/china-great-transi-
tion-what-means-canada/. 

2 Schwanen, Kronick and Muthukumaran, Playing from Strength: Canada’s Trade Deal Priorities for Financial Ser-
vices, C.D. Howe Institute, 2016. 
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Trade in Services
The services sector, which contributes 70% 
to Canada’s GDP and employs 80% of the 
workforce,3 is an outstanding international 
performer.4 

China accounts for only 2.5% of our services 
exports, dwarfed by the United States (55.6%)5 
and the European Union (15.7%). 

The C.D. Howe Institute recently ranked China 
as the third top priority market for Canada’s 
trade deals as seen from the perspective of 
the financial services sector.6  

Foreign Direct Investment
China is Canada’s sixth-largest source of 
investment. Most of China’s investment in 
Canada7 has been concentrated in the 
energy sector and, to a lesser degree, in 
metals and minerals. In terms of the value, 
Alberta attracts the greatest share of Chinese 
foreign direct investment (FDI) – directed to 
the energy sector. However, with respect to 
the numbers of deals, British Columbia is in 
the lead, attracting more than double the 
number of Alberta, and Ontario comes in 
second place. 

Although investment from state-owned 
enterprises (SOEs) has generally dominated 
Chinese FDI (70 percent of deals globally), 
the share of private Chinese investment is 
growing rapidly. Today, more than half of 
China’s investment in Ontario originates from 
private Chinese businesses. 

The view from China8 

Chinese investors regard Canada 
as a stable place to invest but one 
that is neither cheap nor expeditious. 
Mixed signals from Canada on 
receptiveness and comfort regarding 
foreign investment are noticed in 
China. Failure to secure approvals 
contributes to greater hesitation in 
future investment decisions. Weak 
returns from previous investments in 
Canada’s natural resources have 
further discouraged investors.9 But 
perceptions are changing in view of 
the positive relations at high levels, 
including between Prime Minister 
Trudeau and Chinese leaders. Results 
in dollar terms, however, would take 
time to materialize.

3 Canadian Services Coalition, www.chamber.ca/advocacy/canadian-services-coalition/. 

4 Exports of Canadian financial services have tripled and insurance services have more than doubled over the past 
10 years, Schwanen, Kronick and Muthukumaran.

5 World Trade Organization, http://stat.wto.org/ServiceProfile/WSDBServicePFView.aspx?Language=E&Country=CA. 

6 Schwanen, Kronick and Muthukumaran.

7 China Institute at University of Alberta, Canada China Investment Tracker, https://chinainstitute.ualberta.ca/. 

8 Conversations with Chinese investors in Canada. 

9 Jeffrey Jones, “China faces buyer’s remorse in Canada’s oil patch,” The Globe and Mail, August 2014,  
www.theglobeandmail.com/report-on-business/industry-news/energy-and-resources/china-faces-oil-patch-buyers-
remorse/article20090355/. 
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Seeking to diversify investment away from 
the resource sector, Chinese investors are 
interested in Canadian agriculture, fishing, 
manufacturing, tourism, and agrifood.10 
Succession planning of small and medium 
family-owned businesses in Canada is 
an area of particular interest for Chinese 
investors. Many are looking to acquire  
family-owned firms that offer access to 
customers and talent, and that meet local 
regulations and standards. 

Manufacturing in Canada

The recent acquisition of Ontario-
based Valiant, an auto tooling 
company headquartered in Windsor, 
demonstrates China’s appetite 
to diversify its investments in North 
America. It also shows the more 
strategic nature of investments: Valiant 
is a relevant medium-sized player with 
a footprint in 15 countries, a high-skilled 
labour force and access to the North 
American auto market. The investment 
was likely driven by a desire to establish 
China—the world’s largest producer 
of automobiles—as a substantial auto 
player with manufacturing facilities in 
North America, much as Japan did a 
generation before.11 

Challenges to Market Entry 
Canadian businesses share concerns on 
a variety of issues affecting their ability 
to access the Chinese market, including 
reciprocal access, the ease of doing business 
in China, intellectual property (IP) protection 
and enforcement, and the widespread 
prevalence of non-tariff barriers. China 
ranks 78th on the World Bank’s Ease of Doing 
Business Index.12 

While the average tariff rate in China at 3.4%13 
is relatively low,14 tariffs on many higher value 
products are significantly higher. Lowering 
or eliminating tariffs through a preferential 
trade agreement would increase the 
competitiveness of Canadian goods in the 
Chinese market. A framework of engagement 
that facilitates collaboration on issues, such 
as non-tariff barriers, which are costly and 
complex to tackle, would also be hugely 
beneficial to Canadian exporters, particularly 
small and medium-sized enterprises (SMEs).

Canada’s agricultural biotech sector, 
for example, faces significant regulatory 
challenges that affect commercialization and 
exports. The sector has achieved progress 
through sustained bilateral dialogue at 
the political and technical levels between 
regulators and policymakers, highlighting the 
importance of building and sustaining  
long-term relationships. 

10 Bank of China.

11 Flavio Volpe, Why Canada Should Welcome Chinese Investment, Automotive Parts Manufacturers Association, 
Oct. 21, 2016, https://apma.ca/why-canada-should-welcome-chinese-investment/.  

12 World Bank, Economy Rankings, www.doingbusiness.org/rankings. A high ease of doing business ranking means 
the regulatory environment is more conducive to the starting and operation of a local firm. 

13  World Bank, Importing duty taxes when importing into China.

14  The average tariff applied by WTO members stands at 9%, www.wto.org/english/thewto_e/20y_e/wto_20_bro-
chure_e.pdf. 
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Example: Regulatory challenges affect 
agricultural biotech 

A complex and lengthy approval 
system for biotechnology products in 
China often prevents Canadian farmers 
from accessing new seed innovation 
that would enhance their productivity. 
Canada’s plant science industry, 
committed to responsible stewardship 
of new technologies, typically seeks 
import approvals in key markets prior 
to commercialization. For instance, the 
Canola Council of Canada’s policy 
prescribes regulatory approval in major 
markets, including China, before a new 
biotech canola trait is launched to ensure 
access to those markets is maintained. 

When the commercialization of a new 
seed innovation is delayed, it imposes 
real costs on farmers and their value 
chains. Three canola traits approved in 
Canada in 2012 are currently on track for 
approval in China in 2019, a wait of seven 
years after receiving Canadian approval. 
For just one of these new canola traits, 
industry estimates a loss of income 
equivalent to $270 million for farmers, as 
potential yield gains were not achieved. 
There is an opportunity for Canada to 
foster a special trade relationship with 
China to develop more efficient and 
transparent approval processes, enabling 
Canadian growers to increase their 
productivity and drive economic and 
export growth. 
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China has rapidly transitioned from  
an agricultural economy, to one based  
on industrial growth, to a modern  
technology-driven economy.15 China is 
a globally engaged player with internal 
constituencies that are demanding 
economic reforms, higher incomes, and 
improved living standards. Chinese businesses 
are also demanding government policies 
that enable private investment, innovation, 
and growth, including greater protection of 
intellectual property.  

 “The country should move from the 
investment- and exports-led growth 
model and make consumption, 
investment and exports work in a 
more coordinated manner. [China] 
should step away from the resource- 
and material-dependent model to 
one relying on innovation, technical 
development and the improvement  
of skills.” 

- Xi Jinping, President of the People’s 
Republic of China and General 
Secretary of the Communist Party of 
China

Although low-cost manufacturing powered 
Chinese growth over much of the past two 
decades, many Chinese manufacturers 
are now moving to lower-cost jurisdictions, 
seeking relief from the growing wages and 
higher logistics costs of mainland China. The 
Huajian Group, a Chinese shoemaker, for 
instance, has recently announced plans to 
relocate its production to Ethiopia.16 

To meet its annual growth rate target of 
6.5% by 2020, China will need a sustained 
commitment to deregulation, economic 
liberalization, improved transparency, and 
small business development. 

Chinese authorities are aiming to grow 
the country’s layer of mid-sized private 
companies, and are supporting initiatives to 
connect private Chinese SMEs with mid-sized 
companies overseas. 

AN ECONOMIC POWERHOUSE

15 “Chinese lawyers sue government for failure to stop smog,” Reuters, Dec. 20, 2016, http://uk.reuters.com/article/
china-pollution-lawyers-idUKL4N1EF36Z. 

16 Lily Kuo, “Ivanka Trump’s shoe collection may be moving from ‘made in China’ to ‘made in Ethiopia,’” Quartz 
Africa, Oct. 8, 2016, http://qz.com/803626/ivanka-trumps-shoe-collection-may-be-moving-from-made-in-china-
to-made-in-ethiopia/. 
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Bank of China’s Global SME  
Cross-border Matchmaking Service 

The Bank of China (BoC), supported 
by the Chinese government, has 
developed a global SME matchmaking 
service to connect Chinese SMEs with 
those located in other markets. With 
an innovative face-to-face approach, 
and collaborating with host country 
governments and organizations, the 
BoC provides infrastructure, such 
as an online database of Chinese 
and foreign enterprises, facilitates 
matchmaking events and offers 
onsite inspections and trade banking 
services. 

In 2015, the BoC partnered with the 
U.K. Trade and Investment Department 
and held the first China-U.K. SME 
matchmaking event in Manchester, 
U.K.17 

Between 2014 and 2016, the program 
held 23 cross-border trade and 
investment conferences, attracting 
more than 8,000 enterprises from 56 
countries.18 

Changing Patterns of FDI
Chinese investment around the world set a 
record pace in the first six months of 2016, 
exceeding annual investment totals of 
previous years.19 

Chinese outward investment remains highly 
focused on energy and transport, but 
diversification is taking place with investments 
growing in technology, entertainment,20 
manufacturing, agriculture and real estate.  

17  Bank of China, Bank of China Released “China-UK Cross-border E-commerce White Paper” in London, March 24, 
2016, http://www.boc.cn/en/bocinfo/bi1/201603/t20160324_6960565.html. 

18  Bank of China. 

19  Derek Scissors, China’s Outward Investment Explodes and Peaks?, American Enterprise Institute, July 14, 2016, 
https://www.aei.org/publication/chinas-outward-investment-explodes-and-peaks/. 

20  “China’s Wanda pays $3.5bn for Hollywood’s Godzilla producer,” Financial Times, https://www.ft.com/con-
tent/56bd04ea-b8f3-11e5-bf7e-8a339b6f2164
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Establishing a framework for trade, 
investment, and a long-term economic 
and social partnership would help improve 
the standing of Chinese companies in the 
Canadian public and elsewhere around 

the world. However, Canada must also be 
mindful that major Chinese investments need 
to be screened in light of security concerns. 
Both countries will need to demonstrate their 
commitment to a rules-based framework. 

2016 set a record pace for Chinese 
investments globally:

•	 Dalian Wanda, the media group 
owned by China’s richest man, 
Wang Jianlin, paid $3.5 billion for a 
controlling stake in the Hollywood 
studio behind Godzilla and Jurassic 
World, in the biggest film deal yet for a 
Chinese company.

•	 China’s appliance giant, Midea, 
secured almost 95% of the German 
robotics firm Kuka.21 

•	 Chinese investors have poured more 
than $2 billion into European football 
clubs since the start of 2015.22

•	 On February 3, 2016, ChemChina 
announced a cash offer to acquire 
Syngenta at a value of over US$ 
43 billion—the largest ever foreign 
purchase by a Chinese firm.23 

•	 In early 2017, Canada approved 
China’s Anbang Insurance acquisition 
of a $1 billion-majority stake in 
the Vancouver-based company 
Retirement Concepts.24 

China’s investments have not gone 
without some challenges. The United 
Kingdom delayed a decision to approve 
Chinese investment in a nuclear power 
plant; Australia rejected a Chinese bid 
for investment in its electricity grid; and 
while Germany opted not to block the 
acquisition of Kuka, Chancellor Angela 
Merkel expressed her reservations calling 
Kuka’s executives “naïve.”25 Increasingly, 
countries are evaluating their FDI 
framework in response to concerns over 
national interests in the face of strategic 
Chinese investment. 

21 “China’s Midea grabs near-95% stake in German firm Kuka,”Phys.org, Aug. 8, 2016, http://phys.org/news/2016-08-
china-midea-near-stake-german.html. 

22 “China’s $2bn football buying spree has fans fearful of result,” Financial Times, www.ft.com/content/e246a8f2-
6a9d-11e6-a0b1-d87a9fea034f. 

23 The ChemChina acquisition will enable the strategic continuity and long-term investment in innovation by 
Syngenta as well as the further expansion and presence in emerging markets, including China. Under the terms 
of the proposed transaction, Syngenta will remain Syngenta, a global company headquartered in Switzerland. 
In addition to its portfolio of crop protection, seed care, seed and trait technologies and a strong focus on 
improving on-farm productivity and resource efficiency, Syngenta will contribute its experience and know-how in 
promoting the highest environmental standards and in nurturing thriving rural communities. 

24 Steven Chase, “Ottawa approves sale of B.C. retirement-home chain to Chinese group with murky ownership,” 
The Globe and Mail, Feb. 21, 2017, www.theglobeandmail.com/news/politics/ottawa-approves-sale-of-bc-
retirement-home-chain-to-chinese-group-with-murky-ownership/article34107591/. 

25 “Angela Merkel can coach Theresa May in realpolitik with China,” Financial Times, www.ft.com/
content/90d3edb6-5fa5-11e6-ae3f-77baadeb1c93. 
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26 Australian Government, Department of Foreign Affairs and Trade, China-Australia Free Trade Agreement,  
http://dfat.gov.au/trade/agreements/chafta/pages/australia-china-fta.aspx. 

27 Australian Government, Australian Trade and Investment Commission, Financial Services to China,  
www.austrade.gov.au/Australian/Export/Export-markets/Countries/China/Industries/Financial-services. 

The China-Australia Free Trade Agreement 
(ChAFTA) came into force on December 20, 
2015.26 In 2015-16, China accounted more 
than a quarter of Australia’s total exports, 
making China Australia’s top overseas market 
for agriculture, resources and services. There 
are a number of lessons that Canada can 
learn from the ChAFTA.  

Successes 

It is still early days since the implementation 
of the agreement. Many tariffs are subject to 
long phase-out periods before full elimination. 
However, stakeholders are confident that 
business successes are being achieved, 
particularly in sectors like minerals, agriculture, 
dairy, and food processing. 

Australian financial services firms are 
expected to benefit from a modest but 
significant commitment to liberalize the sector 
in China, with first-of-its-kind concessions in 
the ChAFTA. The deal includes improved 
provisions for improving market access for 
banking, insurance, funds management 
and securities, and the removal of some 
conditions and requirements for operating in 
mainland China.27 

Australia’s experience has generally been 
positive with respect to Chinese investment. 
Chinese companies that have acquired 
Australian brands typically wish to keep the 
value attached to them, for which Chinese 
consumers are willing to pay a premium.  

Challenges

Challenges in the relationship have also 
become clearer, such as the identification 
and elimination of non-tariff barriers and 
establishing greater certainty with respect 
to rule-making. The economic benefits 
of ChAFTA have taken longer than 
expected to materialize, expectations 
with respect to lower consumer prices for 
instance, demonstrating the challenges 
of implementation and complex market 
conditions. 

Uptake by Australia’s business community 
has also been low, leading to concerns on 
the part of Australian policymakers about the 
need to prepare businesses to make the most 
of the agreement. 

 

THE CHINA-AUSTRALIA FREE TRADE 
AGREEMENT: LESSONS LEARNED
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Preparing

Rather than educating companies on 
ChAFTA, the Australian government has 
found greater success in training companies 
on how to do business with China. The need 
to understand Chinese business practices is a 
challenge that predates ChAFTA and that will 
persist long after it is fully implemented. 

The Australian government funds education 
programs28 for businesses on topics like 
China’s economic transition, negotiating 
tactics with Chinese businesses, Chinese 
etiquette, and general Chinese business 
practices. The programs are delivered by 
business schools, such as the University of 
South Australia. 

28 University of South Australia, Doing Business in China Education Programs, www.unisa.edu.au/Business-community/
Strategic-partnerships/Education-programs/Leadership-Development-short-courses/Doing-Business-in-China/.

The Australian government says that the 
greatest challenge faced by Australian the 
business community is the need for a change 
in mindset on how to conduct business 
internationally. 

It is difficult not to conclude that the ChAFTA 
was concluded far in advance of the 
capacity of Australian businesses to take 
advantage of the deal.
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29 The RMB hub enables processing of RMB payments outside of China, allowing for easier and less risky payments. 

Tweaked versions of other free trade 
agreements (FTAs) are unlikely to work 
for Canada and China as our bilateral 
relationship is very different from Canada’s 
trading relationships with other countries 
where FTAs have been negotiated. A good 
starting point, then, should be a recognition 
that a free trade agreement with China will 
not be a conventional one. 

Canadian businesses are generally supportive 
of a free trade deal with China. They are 
also cautious given the possibility that an FTA 
might exacerbate trade imbalances. Shying 
away from an agreement, however, will not 
solve the relationship’s problems. Canada 
should engage. 

Below are some strategic considerations as 
Canada pursues free trade negotiations. 

Managing Expectations 
As Australia found following the signing 
of its FTA with China, there was no rush of 
companies to the newly opened Chinese 
market. Even if an agreement with China 
could be negotiated, a rush of Canadian 
companies wanting to go to China would  
be unlikely. 

Building awareness of the business 
opportunities opening up as a result of 
bilateral economic agreements is important. 
Canada and China have successfully 
ratified a Foreign Investment Promotion and 
Protection Agreement (FIPA), which has been 
in force since 2014. Yet, many companies 
are still unaware of this agreement or what it 
means to them. 

Uptake of the first renminbi hub in North 
America,29 launched in Toronto in 2015, has 
also fallen short of expectations. Insufficient 
knowledge among Canadian businesses 
partially explains the low uptake, but market 
conditions in both Canada and China also 
favour the use of the U.S. dollar in trade 
transactions. 

The above points to a need for a better 
understanding of Chinese business practices, 
improved information dissemination in 
Canada, and more strategic trade promotion 
efforts, aimed at building the capacity of 
Canadian companies to do business in the 
Chinese market. It also points to the need 
for a practical approach to negotiations 
with China, responding to the real needs of 
Canadian business rather than aspirations 
that may not be based on business interests 
or capabilities. 

CONSIDERATIONS FOR TRADE TALKS 
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Non-Negotiable Principles 
A good outcome is preferred over speed. 
Canada should enter negotiations with a 
high degree of ambition and establish the 
fundamental principles where it is unwilling to 
compromise. Canada should be prepared for 
a long, but steady, negotiation and, should its 
principles not be met, be ready to walk away 
from a bad deal.  

Understanding China’s Ambitions 
A preferential trade agreement with Canada 
would provide China with the prestige 
associated with having a deal with a G7 
country. It will be important to understand the 
commercial motives behind this geopolitical 
ambition so as to set goals early on. The 
businesses community must also play a part 
in this process, engaging in dialogue on a 
business-to-business basis.  

Our Current Approach Is  
Not Enough
Canada needs to enhance its efforts in many 
critical areas where it falls short.

 Our businesses cannot meet the demand 

Canadian businesses struggle to meet 
Chinese demand and buyers often seek 
suppliers in other markets, like the United 
States or Europe, that can produce at scale. 

Global competition for China’s attention is 
intense, giving China abundant choice for 
products and resources. 

Federal and provincial regulators and 
industry stakeholders should promote greater 
standardization of product specifications 
for key exports. This would help expand 
Canada’s capacity for a market the size  
of China.  

 We have no nation-wide strategy 

Canada’s trade development efforts have 
tended to focus on what makes sense in 
Canada but not in China. Moreover, Canada 
has no nation-wide commercial strategy for 
China while its competitors do: 

•	 German delegations to China, led by the 
Chancellor, typically have a sector focus 
and a specific goal and include a small 
group of German CEOs. This approach 
opens doors in China and delivers policy 
results. 

•	 The United States uses the President, 
the Secretary of State, or a senior figure 
appointed to China, to lead high-profile 
business delegations and talks. 

•	 Australia sets up an annual event, 
Australia Week, during which the 
government takes 250 companies to 
China, focused on key sectors. 
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 Canada’s visa regime limits the movement  
   of business persons

Chinese business travellers regularly report 
difficulties or delays in obtaining visitor visas 
to Canada. Cases have been reported 
where delegations of Chinese buyers go 
to competing markets, like the United 
States, following complications in obtaining 
Canadian visas.  

 The Canadian brand is unclear

There is no Canadian business brand in 
China. Even when positive, the perception of 
Canada in China is not one of doing business. 
There are, however, elements that can be 
leveraged, such as the strong association 
with food safety and traceability, quality 
education, good governance and a clean 
environment. These strengths need to be 
harnessed into a Canadian brand adapted 
to China.  

 We have a limited and out-of-date  
    understanding of China 

Canada needs to approach China in a  
non-transactional way, acknowledging  
there will always be complexities in the 
relationship, perhaps even more so as the 
exchange grows. 

The Chinese market is not well understood. 
There are many different markets within 
China, yet Canadian businesses typically 
approach it as a unified, single market. When 
Canadian companies go to the United States, 
they do not see it as a single market and will 

generally target a specific state or region. 
The same happens with respect to Europe. 
China is vast and its regions are very different. 
There needs to be a much greater awareness 
of differences in China’s regional markets 
among Canadian businesses.

Canada needs to improve its knowledge 
about and understanding of how China 
works – of its economic and social challenges 
and opportunities, its domestic politics 
and decision-making processes, and its 
international economic and geo-political 
objectives. Understanding China’s culture, 
business practices, and language is essential 
for anyone doing business there. 

Controversial Business Issues
A handful of issues tend to dominate 
Canada’s commercial relationship with 
China. While generalizations fail to capture 
the positive experiences in China of many 
Canadian individuals and businesses, they 
reflect many real concerns that need to be 
addressed: 

 
 Unfair trading practices

Many Canadian manufacturers are 
concerned about Chinese produced 
goods imported into Canada at lower than 
market – and in some cases – producer 
prices. More effective enforcement of trade 
rules and a stronger trade remedy system 
are prerequisites for a more open trading 
relationship.
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 Intellectual property

China is the world’s top source of trademark 
applications and the third-largest holder of 
invention patents after the United States and 
Japan. Nevertheless, intellectual property (IP) 
protection in China, including enforcement 
of Chinese court decisions, remains highly 
problematic. There are two IP-related 
concerns in growing bilateral trade with 
China: 1) a heightened risk for counterfeit 
goods entering the Canadian market, and 2) 
a risky environment for Canadian companies 
doing business with China. There are 
opportunities to improve on both. 

Canada’s IP regime

Regardless of Canada’s trading relationship 
with China, Canada’s patent framework 
needs to be brought closer in line to those of 
other nations. We need enhanced patent, 
copyright, and trademark protection for 
Canadian creators and innovators. A 
strengthened Canadian IP framework and 
enforcement regime would benefit Canadian 
creators and grow Canada’s appeal as 
an investment destination for research and 

development, including from China. We also 
need more effective enforcement of IP rules, 
including the contravention of counterfeit 
products entering Canada from China.

IP protection in China

China has made significant progress with 
respect to protection of IP since the early 
1980s when trademark legislation was 
first introduced. However, this remains a 
challenge, with problems existing not in the 
lack of regulation but in the consistency and 
effectiveness of enforcement. 

Many Canadian companies have  
operated in China for several years and  
are experienced in navigating the legal 
system. IP holders have seen successes  
in dealing with infringements. Meanwhile, 
Chinese innovators have become a  
powerful voice in urging the Chinese 
government to improve IP protection.  
Bilateral collaboration at government, 
regulatory and business-to-business levels 
will continue to be fundamental in making 
improvements in this area.  

30 Australian Government, Department of Foreign Affairs and Trade, Fact Sheet: Movement of Natural Persons, 
http://dfat.gov.au/trade/agreements/chafta/fact-sheets/Pages/fact-sheet-movement-of-natural-persons.aspx. 
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 Worker mobility 

Worker mobility is of interest to both Canada 
and China and will be an important subject 
of negotiation. On this, there are lessons to be 
learned from the China-Australia Free Trade 
Agreement. Upon the implementation of 
ChAFTA, Australia made concessions to allow 
greater worker mobility on a  
case-by-case basis30, including increased 
flexibility for large infrastructure development 
projects. Australians benefit from enhanced 
access of professionals into China, with  
first-of-its-kind guarantees from China in an 
FTA. Preferential access for business travel 
both into and out of Canada would be highly 
advantageous to Canadian business. 

Canada should use the existing framework 
for entry of temporary workers as a guiding 
principle in negotiating greater labour 
mobility with China. Additional flexibility 
or fast-track options could be linked to 
investment thresholds and/or existing 
fast-track options available to Canadian 
employers, such as the Global Skills Strategy. 

Employers, including potential investors, need 
to collaborate with Canadian colleges and 
universities to improve our understanding 
of skills gaps. Rules should not obstruct 
employers, both Canadian and foreign, from 
accessing talent from outside Canada when 
there is a genuine need. 

 
 Investment from state-owned enterprises

Growing Chinese investment from  
state-owned enterprises divides opinion in 
many parts of the world. An investor-friendly 
environment is good for Canada. There 
needs to be greater clarity with regards to 
the Investment Canada Act. Clear guidelines 
with measureable targets will provide greater 
certainty to both investors, from China and 
elsewhere, and to domestic constituencies. 
Consistent measures need to be put in place 
to monitor transparency, security concerns, 
accountability and consequences for  
non-compliance. 
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As China has risen to become the world’s 
second-largest economy—and Canada’s 
second-largest trading partner—Canada 
can no longer afford to treat this relationship 
as an emerging opportunity. It is time to shift 
gears to a more sophisticated and multi-
dimensional approach. 

Even though Canada and China are hugely 
different economies, there is an opportunity 
to facilitate a more elaborate framework 
of engagement and to create a uniquely 
special relationship. 

Canada’s relationship with China has a 
unique set of complexities. A successful trade 
relationship with China will need to be more 
sophisticated to reflect both the differences 
and the similarities in our economic and 
business systems.  

Aim higher than doubling trade

Considering that two-way trade in goods 
quintupled over the last 15 years, doubling it 
over the next decade would be a relatively 
easy task to achieve. It would be a wasted 
opportunity to limit ourselves to this goal. 
But, Canada’s commercial relationship with 
China needs to go beyond bilateral trade 
in goods. To establish a truly ambitious and 
mutually beneficial economic relationship, 
both countries should consider the following 
opportunities.

Energy partnerships 

Exporting Canadian natural gas to China 
could lower the amount of carbon used 
in China’s energy mix and make a hugely 
positive contribution to climate change goals 
by reducing carbon emissions.31 Natural 
gas represented only 5% of China’s primary 
energy consumption in 201332 while coal 
accounted for 68%. The Chinese government 
plans to cap coal use at 62% by 2020 
and double its use of natural gas. China’s 
changing energy mix presents a unique 
opportunity for exports of Canadian  
natural gas. 

As China continues to position itself as a 
global leader in the fight against climate 
change, Canada should not miss the 
opportunity to play an important partnership 
role as a source of clean resources and  
clean technologies.

Currently only 4% of Canada’s total exports 
are destined for China. That percentage 
could grow enormously if Canada were to 
increase exports of energy resources and 
clean technologies to China. It would have 
a significant positive impact on our bilateral 
trade balance. 

RECOMMENDATIONS 

31 Tim McMillan, Exporting natural gas to Asia a realistic opportunity, Canadian Association of Petroleum Producers, 
Feb. 28, 2016, www.capp.ca/media/commentary/exporting-natural-gas-to-asia-a-realistic-opportunity. 

32 International Energy Agency.
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Mutually beneficial FDI 

Canada should strive to attract business 
investment from China that is mutually 
beneficial to both economies. More efforts 
should be made to introduce Chinese 
investors to Canadian SMEs, partnering with 
existing initiatives, such as the Bank of China’s 
Global SME Cross-border Matchmaking 
Service. China should be a prime target 
for government efforts to attract Chinese 
investment in sectors like manufacturing, 
resource development, infrastructure,  
and agriculture. 

 
Canadian services that help China grow 

Services are a relatively untapped 
opportunity in China and a sector where 
Canada is already a strong international 
performer. Linkages could be fostered 
between Shanghai and Toronto as China 
seeks to internationalize Shanghai as a 
financial hub on the Chinese mainland to rival 
Hong Kong. 

While greater market access would be 
beneficial for Canadian financial institutions, 
financial reforms in China could help stimulate 
domestic market and support China’s efforts 
towards meeting its ambitious growth targets. 
Canada can play a key advisory role in  
the process. 

A partnership that helps Canada become a 
global leader in agri-food

In its second set of recommendations, 
Canada’s Advisory Council on Economic 
Growth33 identified agri-food as a high 
potential sector. Strengths in food safety, 
resource availability, arable land and 
strong clusters of agricultural research and 
development are ideally matched to  
high-demand markets like China. 

Beyond its enormous potential as a customer 
for Canada’s agrifood exports, China can 
play a pivotal role in enabling Canada 
to become a global leader in the sector. 
China’s huge demand provides an incentive 
for ambitious research and development, 
product development, and production  
scale-up. And, Chinese investment can 
provide the capital required by Canadian 
companies to scale up and grow in 
international markets. 

For Canada’s agriculture and agrifood 
sector to take advantage of this opportunity, 
Canada and China will need to work closely 
together on the elimination of regulatory 
trade barriers related to crop inputs. This 
includes maximum residue limits for crop 
protection products and import approvals 
for biotech crops as these inputs support 
Canadian producer competitiveness.

Recommendation

•	 Prioritize partnerships in mutually beneficial 
areas, such as energy and climate 
change, FDI, services and agri-food, 
matching Canadian strengths to China’s 
interests. 

33 Advisory Council on Economic Growth, Unleashing the growth potential of key sectors, Feb. 6, 2017.
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Move the Canada-China  
relationship forward by sustaining  
bilateral dialogue at high levels

A bilateral trade agreement between 
Canada and China needs to be about 
setting a mutually acceptable operating 
framework, set of rules, and dispute resolution 
process. This would be of significant benefit 
for Canadian business. A creative approach 
will be needed, including naming the 
eventual agreement something other than 
an FTA to reflect its collaborative nature.

Negotiating trade agreements can take a 
long time. As the Canadian government 
prepares to discuss free trade with China, the 
agreement should neither be the goal nor 
the sole focus of the endeavour. The goal 
should be to move this important relationship 
forward on a variety of levels and sustain 
bilateral high-level dialogue in the process.

 

Recommendations

•	 Engage in negotiations towards a 
Canada-China Free Trade Agreement. 
At the same time, seek short-term wins 
regarding ease of doing business, 
regulatory oversight and enforcement 
mechanisms. 

•	 Work towards tariff elimination and 
reducing non-tariff barriers to trade with 
China. 

•	 Continue to provide sustained political 
support for the  
Canada-China Economic and Financial 
Strategic Dialogue. 

•	 Set smaller-scale targets at the 
government department/agency 
levels, signing agreements with Chinese 
counterparts and encouraging regular 
dialogue between Canadian and 
Chinese regulators and policymakers. 
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Further the dialogue on issues  
critical to business and pursue  
incremental engagement in key sectors

Canada should not wait for a free trade 
deal to grow commercial linkages with 
China. Other actions need to be undertaken 
in parallel with preparations for trade 
negotiations, such as intensifying dialogue 
on regulatory cooperation and intellectual 
property protection. In the past, Canada has 
successfully engaged China in dialogue on 
the technical aspects of regulations. There is 
an opportunity for further progress.

 Recommendations

•	 Formalize the bilateral regulatory  
dialogue in a framework similar to  
that of the Canada-U.S. Regulatory 
Cooperation Council and appoint a  
senior government representative to  
lead the effort. 

•	 Lower or eliminate tariffs and target a 
reduction of non-tariff barriers.

•	 Increase funding and expand the 
mandate of Canadian regulatory 
agencies (e.g. CFIA) to enable them to 
have market access functions. This would 
further the dialogue beyond regulating 
products for Canadian consumption 
to pursue market expansion in foreign 
jurisdictions. 

•	 Review and update the Canada-China 
Economic Complementarities Study to 
help government formulate strategies for 
incremental engagement in key sectors, 
identified for high growth. 

Ensure a more competitive  
playing field for Canadian business

Greater reciprocity is needed in terms of 
market entry, treatment of services and 
investment, and regulatory compliance. 
Improvements are required in the review of 
investment and improved transparency in the 
oversight of state-owned enterprises—not just 
in Canada but in third markets where  
Sino-Canadian partnerships operate. Canada 
also needs to make it easier for Chinese 
business people to come to Canada through 
a more expeditious temporary visa process.

A more sophisticated understanding of 
China—its politics, key players, negotiating 
tactics and language—will be essential for 
Canadian companies looking to do business 
in China. 

Recommendations

•	 Establish a high-level dialogue on 
oversight of SOEs’ operations in each 
other’s market and in third markets with 
a goal of setting mutually accepted 
best practices and improving reciprocal 
treatment. 

•	 Introduce clearer guidelines with 
measurable targets in the Investment 
Canada Act, with measures included to 
monitor transparency, accountability and 
enforcement mechanisms. 

•	 Simplify the process to obtain visas 
for Chinese business visitors and 
entrepreneurs. 

•	 Invest in providing a dedicated training 
program for Canadian businesses, similar 
to Australia’s government-sponsored 
program, on the practical aspects of 
doing business in China. 
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Create a unique approach to  
engaging with China that appeals  
to its unique needs and ambitions

Canada’s strategy needs to be designed 
to appeal to China’s needs and interests 
while pursuing Canada’s own economic 
objectives. 

China aspires to many of the same things that 
Canada wants: trade-led economic growth, 
solutions that address climate change, an 
inclusive economy, and internationalizing 
SMEs. These also align with Canada’s 
interests and policy priorities. A mutually 
beneficial special relationship with China 
based on these shared objectives should be 
nurtured, while acknowledging the potential 
differences in our respective economies and 
public policy frameworks. 

China’s economic priorities over the next 
few decades are clear. It will be looking to 
secure access to resources, shift towards 
a consumption-led model for economic 

growth, improve care for an aging 
population, and respond to the expectations 
of a more affluent middle class. China will 
look to meet its commitments for a greener 
low-carbon economic growth. Canada not 
only shares these priorities but can make 
important contributions to China’s way 
forward. 

We should also look to sharpen and amplify 
our brand in China. This should be led by 
coordinated Federal and Provincial trade 
promotion initiatives. 

Recommendations

•	 Nurture a relationship with China that 
focuses on shared objectives, such as 
open trade, protecting the environment, 
inclusive growth and internationalizing 
SMEs. 

•	 Sharpen and amplify Canada’s brand in 
China through coordinated federal and 
provincial trade promotion initiatives. 
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As the world’s second-largest economy, 
home to one-fifth of the world’s 
population, and a middle class surpassing 
that of the U.S.,34 China cannot be ignored. 
Canada must be more, not less engaged. 

Although China is Canada’s second-largest 
trading partner, on close analysis, Canada’s 
framework for engagement lags far behind 
what is required to sustain strong and 
sustainable ties with the world’s economic 
powerhouse. Canadian and Chinese 
stakeholders from government, industry and 
regulatory agencies need to enhance their 
level of engagement in more formalized 
dialogues leading to more focused 
negotiations. Both countries should continue 
to support and intensify the Canada-China 
Economic and Financial Strategic Dialogue. 

Canada should pursue negotiations for 
a Comprehensive Trade and Economic 
Agreement (CETA) with China. At the 
same time, government departments and 
regulatory agencies should seek shorter-term 
wins to improve the business environment, 
regulatory oversight and enforcement 
mechanisms, to the benefit of both Canadian 
and Chinese businesses.

The Canadian Chamber of Commerce 
encourages Canada’s government to 
deepen commercial ties with China. Our 
recommendation is to do so strategically 
while addressing legitimate business 
concerns.

A good outcome in an agreement between 
Canada and China is preferred over 
timeliness. 

Canadian businesses stand to benefit, 
but only if they have a much better 
understanding of how China works.

In seeking more open trade with China, 
Canada’s ambition needs to be much 
greater and longer-lasting than a simple 
doubling of merchandise trade. Given what is 
at stake, focusing on that goal, alone would 
be a hugely missed opportunity. 

CONCLUSION 

34 “China’s middle class overtakes U.S. as largest in the world,” The Telegraph, Oct. 15, 2015, www.telegraph.co.uk/
finance/china-business/11929794/Chinas-middle-class-overtakes-US-as-largest-in-the-world.html. 
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